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Report of Independent Registered

Public Accounting Firm

To the Manager of

Shaw Securities L.L.C

We have audited the accompanying statement of financial condition of Shaw Securities L.L.C the

Company Delaware limited liability company as of December 31 2011 and the related statements of

operations changes in members capital and cash flows for the year then ended These financial statements

are the responsibility of the Companys management Our responsibility is to express an opinion on these

financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement We were not engaged to perform an audit of the

Companys internal control over financial reporting Our audit included consideration of internal control over

financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements assessing the accounting

principles used and significant estimates made by management and evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Shaw Securities L.L.C at December 31 2011 and the results of its operations and its cash flows

for the year then ended in conformity with U.S generally accepted accounting principles

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as whole

The supplemental information is presented for purposes of additional analysis and is not required part of the

financial statements but is supplementary information required by rule 17a-5 under the Securities Exchange

Act of 1934 Such information is the responsibility of management and was derived from and relates directly

to the underlying accounting and other records used to prepare the financial statements The information has

been subjected to the auditing procedures applied in the audit of the financial statements and certain

additional procedures including comparing and reconciling such information directly to the underlying

accounting and other records used to prepare the financial statements or to the financial statements

themselves and other additional procedures in accordance with auditing standards generally accepted inthe

United States In our opinion the information is fairly stated in all material respects in relation to the financial

statements as whole

94dt LL.P

February 24 2012
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Shaw Securities L.L.C

Statement of Financial Condition

December 31 2011

in thousands

Assets

Receivable from clearing broker 632

Other assets 15

Total Assets 647

Liabilities and Members Capital

Payable to affiliate 99

Commitments

Members Capital 548

Total Liabilities and Members Capital 647

The accompanying notes are an integral part of this statement



Shaw Securities L.L

Statement of Operations
Year Ended December 31 2011

in thousands

Revenues

Class action claims 12

Interest

Total Revenues 13

Expenses

Operating and other expenses 257

Total Expenses 257

Net Loss 244

The accompanying notes are an integral part of this statement



Shaw Securities L.L

Statement of Changes in Members Capital
Year Ended December31 2011

in thousands

Members Capital January Opening Balance 459

Capital contributions 333

Net loss 244

Members Capital December 31 2011 548

The accompanying notes are an integral part of this statement



Shaw Securities L.L

Statement of Cash Flows

Year Ended December 31 2011

in thousands

Cash Flows from Operating Activities

Net loss 244

Adjustments to reconcile net loss to net

cash used for operating activities

Changes in operating assets and liabilities

Increase in operating assets

Receivable from clearing broker 149
Increase in operating liability

Payable to affiliate 60

Net Cash Used for Operating Activities 333

Cash Flows from Financing Activities

Capital contributions 333

Net Cash Provided by Financing Activities 333

The accompanying notes are an integral part of this statement



Shaw Securities L.L

Notes to Financial Statements
Year Ended December31 2011

Organization

Shaw Securities L.L.C the Company is Delaware limited liability company
Shaw Co L.P the Manager is the manager and sole member of the

Company

The Company is securities broker-dealer registered with the United States Securities

and Exchange Commission that is currently involved in certain private placement

activities and also acted as executing broker for other companies in the Shaw

group In January 2011 the Company ceased acting as executing broker

It should be noted that nothing in these financial statements or notes thereto shall

create or imply any limit on the discretion of the Manager

Significant Accounting Policies

The Companys financial statements are prepared in accordance with U.S generally

accepted accounting principles U.S GAAP which may require management to use

its judgment in making certain estimates Such estimates may differ from the amounts

ultimately realized due to the uncertainties inherent in any such estimation process

and the differences may be material

Substantially all of the Companys assets and liabilities are carried at either fair value or

contracted amounts that approximate fair value

The Company may participate in class action claims related to principal transactions in

financial instruments that it traded in prior years and in connection with such

participation may receive share of the applicable court award or settlement proceeds

In the normal course of business the Company has entered into certain contracts that

provide variety of indemnities The Companys maximumexposure under these

indemnifications is unknown However no liabilities have arisen under these

indemnities in the past and while there can be no assurances in this regard there is no

expectation that any will occur in the future Therefore the Company does not

consider it necessary to record liability for these indemnities under U.S GAAP

U.S federal and state income taxes have not been provided because the Manager

reports the Companys taxable income or loss on its tax return As discussed below the

Company does however include provision for unincorporated business taxes when

appropriate



Shaw Securities L.L

Notes to Financial Statements Continued
Year Ended December31 2011

Receivable From Clearing Brokers

Any transactions in financial instruments are cleared by limited number of clearing

brokers the Clearing Brokers pursuant to clearance agreements During 2011 all of

the Companys cash was deposited with one such Clearing Broker for safekeeping

purposes and as buffer which may or may not be of adequate size at any given

point in time to serve its intended purposes available to meet any increase in

regulatory capital requirements and to fund expenses operating costs and any other

operating needs of the Company This subjects the Company to credit risk with respect

to this Clearing Broker

Related Party Transactions

The Manager directly and through certain affiliates provides substantially all

personnel administrative functions and overhead and certain other services to the

Company In consideration for providing these services and in accordance with the

applicable operating documents the Manager is reimbursed by the Company for the

effect of its bearing certain costs and expenses as well as for certain other of its and its

members costs resulting directly or indirectly from its management activities The

Company was charged $257000 by the Manager during the year for such costs and

expenses This amount was primarily related to securities licenses and registrations for

the Companys representatives Payable to affiliate represents amounts due with

respect to such activities Any such payables are due on demand To the extent

applicable interest is charged on these types of intercompany balances at rates both

selected by and believed to be commercially reasonable by the Manager No interest

was charged on any such related party transactions during the year

The Company received no compensation for the execution services it provided to other

companies in the Shaw group for the period it was acting as executing broker nor

did it receive compensation during the year for its role in private placement activities

Regulatory Considerations and Net Capital Requirement

As registered broker-dealer and member of FINRA the Company is subject to

Rule 15c3-1 of the United States Securities and Exchange Commissionwhich specifies

uniform net capital requirements for its registrants The Company has elected the

alternative net capital method permitted by Rule 15c3-1 which requires that it

maintain minimum net capital as defined equal to the greater of $250000 or two

percent of aggregate debit items arising from customer transactions as defined At

December 31 2011 the Company had net capital of approximately $533000 which

exceeded the minimum requirement by approximately $283000



Shaw Securities L.L

Notes to Financial Statements Continued
Year Ended December 31 2011

Regulatory Considerations and Net Capital Requirement Continued

Proprietary balances if any held at Clearing Broker PAIB assets are considered

allowable assets for net capital purposes pursuant to an agreement between the

Company and such Clearing Broker which requires among other things that the

Clearing Broker perform computations for PAIB assets and segregate certain balances

on behalf of the Company if applicable

In December 2011 the Company entered into an agreement with the Financial

Industry Regulatory Authority Inc FINRA relating to inadvertent violations of

certain rules regarding technical trade reporting obligations that the Company self-

reported to FINRA in June 2009 Under the agreement the Company accepted

censure and paid fine but was not subject to any further disciplinary proceedings
The fine amounted to $45000 and is reflected in operating and other expenses on the

statement of operations This matter was not factor in the Companys decision to

cease acting as an executing broker in January 2011

Taxes

The Company is subject to unincorporated business taxes related to its operations To

the extent taxes are provided for in the financial statements any such taxes are accrued

for at the effective rate of the Company though no liabilities or expenses were

recorded during the year

Subsequent Events

The Company has evaluated events subsequent to year-end through February 24 2012

the date the financial statements were available to be issued and there is nothing

material to disclose



Shaw Securities L.L

Computation of Net Capital Pursuant to

Uniform Net Capital Rule 5c3-1

December31 2011

in thousands

Members Capital 548

Less

Nonallowable assets 15

Net Capital 533

Minimum net capital requirement 250

Excess Net Capital 283

No material differences exist between the above computation and the computation included in the

Companys corresponding unaudited Form X-1 7A-5 Part hA filing



Shaw Securities L.L

Statement Regarding Rule 5c3-3
December31 2011

The Company is exempt from Rule 15c3-3 of the United States Securities and Exchange

Commission under paragraph k2ii of that rule

10
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Supplementary Report of

Independent Registered Public Accounting Firm on

Internal Control Required by SEC Rule 17a-5g1

To the Manager of

Shaw Securities L.L.C

In planning and performing our audit of the financial statements of Shaw Securities L.L.C the

Company as of and for the year ended December 31 2011 in accordance with auditing standards generally

accepted in the United States we considered its internal control over financial reporting internal control

as basis for designing our auditing procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SECwe have made

study of the practices and procedures followed by the Company including consideration of control activities

for safeguarding securities The study included tests of such practices and procedures that we considered

relevant to the objectives stated in Rule 17a-5g in making the periodic computations of aggregate
debits and

net capital under Rule 7a-3a 11 and for determining compliance with the exemptive provisions of Rule

15c3-3 Because the Company does not carry securities accounts for customers or perform custodial

functions relating to customer securities we did not review the practices and procedures followed by the

Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and

judgments by management are required to assess the expected benefits and related costs of controls and of

the practices and procedures referred to in the preceding paragraph and to assess whether those practices

and procedures can be expected to achieve the SECs above-mentioned objectives Two of the objectives of

internal control and the practices and procedures are to provide management with reasonable but not

absolute assurance that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with managements

authorization and recorded properly to permit the preparation of financial statements in conformity with

generally accepted accounting principles Rule 17a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

rrr rrrber firm of Er-rt Yo..nnq Global Limited



Because of inherent limitations in internal control and the practices and procedures referred to above error or

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to

the risk that they may become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies in

internal control that is less severe than material weakness yet important enough to merit attention by those

charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibffity that material misstatement of the entitys financial statements wifi not be prevented

or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs

and would not necessarily identify all deficiencies in internal control that might be material weaknesses We

did not identify any deficiencies in internal control and control activities for safeguarding securities that we

consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2011 to meet the SECs

objectives

This report is intended solely for the information and use of management the SEC Financial Industry

Regulatory Authority Inc and other regulatory agencies that rely on Rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to be and

should not be used by anyone other than these specified parties

Februrary 24 2012


